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ABSTRACT
Two Essays on Dynamic Macroeconomics
Taşçı, Hakan
M.A., Department of Economics
Supervisor : Assistant Prof. Hakan Berument
September 2001
First chapter of  this research assesses the stability of the money-income
relationship for seven OECD countries  by using the data from 1960’s to 2000’s. The
short run relationships between monetary policy and output have strong evidences. When
the sample was split into two sub samples: pre and post 1980, the empirical evidence
presented in this research shows that even if the inferences gathered across countries are
not always parallel, the inferences gathered from the VAR specification across the
samples for each country are mostly parallel.
In this article secondly, by using the 1990 input-output table, the inflationary
effects of crude oil prices are investigated for Turkey. Under fixed nominal wages,
profits, interest and rent earnings, the effect of increasing prices of oil on inflation is
limited. However, when wages and the other three factors of  income (profit, interest and
rent) are adjusted to the general price level that includes the oil price increases, then the
inflationary effect of oil prices becomes significant. Hence, indexation could have very
severe effects on an economy when oil prices increase.
Keywords: Monetary Policy, Unconstraint VAR, Input Output analysis, Crude Oil Price
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ÖZET
Dinamik Makroekonomi Konulu Iki Makale
Taşçı, Hakan
Master, İktisat Bölümü
Tez Yöneticisi : Yrd. Doç. Hakan Berument
Eylül  2001
Bu araştırmanın ilk kısmında para- gelir düzeyi ilişkilerine yedi OECD ülkesinin
1960- 2000 yılları arasını kapsayan dataları kullanılarak bir denge kanıtı aranmaktadır.
Kısa dönem para politikası ve çıktı ilişkisi hakkında güçlü kanıtlar elde edilmiştir. Bu
çalışmada Zaman serilerimiz 1980 yılı baz alınarak  ikiye bölündüğünde, vektör
otoregresif  metodu kullanılarak elde edilen ampirik bulgular bir kaç istisnai durum göz
ardı edilecek olursa çoğunlukla paralellik arz etmektedir.
Bu çalışmada ikinci olarak Türkiye için 1990 yılı girdi çıktı tabloları kullanılarak
ham petrol fiyatlarının enflasyonist etkisi araştırılmıştır. Nominal maaş, kar, faiz ve kira
sabit kabul edildiğinde ham petrol fiyatlarının enflasyonist etkisi çok kısıtlı olmaktadır.
Ancak maaşlar ve diğer faktör gelirleri petrol fiyatları yükselişiyle artan genel fiyat
düzeyine uyarlandığında, enflasyonist etki çok daha belirgin olmaktadır. Dolayısıyla
petrol fiyatları artışı  endekslemenin düzeyine bağlı olarak ekonomi üzerinde ciddi etkiler
bırakabilmektedir.
Anahtar Kelimeler: Para Politikası, Kısıtsız VAR, Girdi çıktı analizi,  Petrol Fiyatları
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1CHAPTER 1 : Monetary Policy, Income and Prices
1. Introduction
The effect of monetary policy on income is one of the most popular research
areas in economics. There exist numerous studies that try to assess the effect of
monetary policy on income for different countries and for different periods. Various
methods are used to identify the monetary policy; Christiano, Eichenbaum and Evans
(1997) categorize this identification within three groups. The first group of studies
identifies all the changes in the instrument of monetary policy that are not explained
by the monetary authorities’ feedback rule (for example, Sims and Zha: 1995; and
Leeper, Sims and Zha: 1996).  The second class of classification identifies monetary
policy shocks by the assumption that monetary policy does not affect economic
activity in the long run (for example, Blanchard and Quah: 1989; Faust and Leeper:
1997; Pagan and Robertson: 1995). The third class of strategy observes the data and
tries to find the variables that identify the monetary policy (for example, Romer and
Romer: 1989; Bernanke and Blinder: 1992; Sims: 1992; Rudebusch: 1995; Cooley
and Hansen: 1989; King: 1991, Christiano: 1991; Christiano and Eichenbaum: 1995).
In his highly cited paper, Sims (1992) provides empirical evidence on the
effect of monetary policy in five developed countries. In his paper, monetary policy
shock is identified by the innovation of short-term interest rates. By using the
unconstraint vector autoregressive method, Sims (1992) analyzes the money-income
relationships for France, Germany, Japan, the United Kingdom and the United States.
2He finds that the response of all real output to interest rate innovations is similar for
all five countries. Even if all the results gathered on the effect of interest rates or
money aggregates are parallel in all the countries, in each cases contractionary
monetary shocks lead to a negative output response.
In contrast, Friedman and Kuttner (1992) argue that the money-income
relationship breaks down after the 1980’s for the US. Including the data from the
1980’s, the period of rapid innovation in financial markets, they note that the time
series evidence indicating the relationship between money aggregate and nominal
income or real income weakens. Moreover, the significance of this breakdown
changes according to the variables that are used to investigate the relationship.
Berument and Froyen (1998) also provide evidence on the instability of the money-
income relationship for the UK. Bernanke and Mihov (1995), Strongin (1995)
Christiano, Eichenbaum and Evans (1999) find that the stability of the dynamic
response of the economic performance to monetary policy are not qualitatively
different for the US across different sub-samples.
This study tests if any instability exists for the money-income relationship
after 1980 by using the unconstraint vector auto regressions (VAR) for seven OECD
countries within Sims (1992) framework.  The countries are: Canada, France,
Germany, Italy, Japan, the US and the UK. After estimating VAR specifications for
seven countries and for different samples, the paper concludes that the results of the
full sample as well as the two sub samples are parallel with Sims (1992).
3In the second part the methodology that is used in this paper will be discussed.
Then in the third section the empirical findings are interpreted. Section four is for the
concluding remarks.
2. Methodology
In this paper, the exogenous part of the monetary policy is identified by using
the orthogonalized innovation to short-term interest rates. Following Sims (1992), an
unconstraint six-variable vector auto regressions model is specified.  These six
variables from Canada, France, Germany, Italy, Japan, the UK and the US enter the
specification in the following order: a short term interest rate (differs with respect to
each country treasury bill rate and inter bank rates are used), an exchange rate, world
level commodity prices, a money supply measure (M1, but in some cases M0), the
consumer price index and seasonally adjusted industrial production. Except for the
short-term interest rate, all the variables are entered as logarithms where interest rate
is used as a percentage. All the data were taken from IFS or OECD Main Economic
Indicators and the codes of the data and sample sizes can be seen in Appendix 2 and
3. In order to account for seasonality, additive dummy variables are included for all
the estimations. Each variable in each of the equations is entered with 14 lags. The
impulse response functions are shown over an expanse of 48 periods.
The ordering of the variables in the VAR specification is important.
Christiano, Eichenbaum and Evans (1996) elaborate on the importance of the
ordering.  In this specification, the interest rates are used as the first variable;
4therefore, this specification assumes that the short-term interest rate affects all the
variables contemporaneously.  It is not affected by any of the variables that the
estimation includes. Neither does industrial production have an effect on any of the
other variables. This set of ordering implies that the Central Bank sets its reaction
function by observing the lagged values of these six variables but exchange rates are
affected by all the lagged values and the current level of interest rates.
3. Empirical Evidence
As discussed in the previous part, there are three methods for measuring the
stance of monetary policy.  Parallel to Sims (1992) as well as Bernanke and Blinder
(1992) and Friedman and Kuttner (1992), we will be using the third method to assess
the monetary policy. The main motive of the choice of the method is to observe the
stability of the money-income relationship within the recursive system rather than
comparing these methods. We will be using the orthogonalized residuals to both
short-term interest rates and money as indicators of the monetary policy.
Before starting to report the empirical findings, we are going to provide brief
notes on the expected movements of the macro variables used in the VAR
specification. In a monetary contraction, interest rates rise initially and monetary
aggregates fall immediately. After this initial rise in interest rates, because of the
deflationary pressure of a monetary contraction, interest rates begin to move in
reverse order. Secondly, if the monetary contraction is really exogenous, the price
level declines and output level does not increase.
5The effect of interest rate increases on exchange rates differs according to
leads to the interest rates. A contractionary monetary policy for a given expected
inflation rate will cause an appreciation in exchange rates. However, according to the
Fischerian point of view, when the expected inflation rate increases, depreciation in
exchange rates can be seen.
3.1 Responses to Interest Rates
Figures 1-3 report the impulse response functions when there is one standard
deviation shock to orthogonalized residuals of short-term interest rates for the three
samples considered.  The middle line shows the point estimates, the other two lines
show the 5% confidence intervals.   Standard errors are computed by using the Monte
Carlo simulations with 500 draws from the estimated asymptotic distribution of the
VAR coefficients. Figure 1 reports the responses of the six macroeconomic variables
to interest rate innovations for the seven countries by considering the full sample.
Figures 2 and 3 report the responses for the first and second sub-samples,
respectively.1 For the full sample analysis, Row 4 suggests that there is a negative
response to money and Row 6 suggests that there is a negative response after an initial
increase in output in almost all of the seven countries.  These results are mostly on a
parallel with Sims (1992). The effect of this monetary contraction on prices seems to
be consistent for all countries. The evidence also suggests that positive innovation in
                                                          
1 Sample sizes for the full and sub-samples for each country are
reported in Appendix 2.
6interest rates increases prices, hence the price puzzle is present.  These are also
parallel to Sims (1992).
Next, the response of the exchange rate to tight monetary policy is discussed
(Row 2).  The Mundell and Fleming model suggests that tight monetary policy
increases the value of the domestic currency initially.  However, if the uncovered
interest rate parity holds, there should be a persistent decrease in the value of the
domestic currency (see: Eichenbaum and Evans: 1995; and  Kim and Roubini: 2000).
The exchange rate puzzle (with a tight monetary policy, there is an initial appreciation
of the domestic currency) is not present for the UK and the US. The puzzle is present
for Canada, Germany and Italy.  Our results on Germany, the UK and the US are
parallel, but the evidence presented here for France not conclusive. 
Figures 2 and 3 repeat the analyses for two sub-samples for the seven
countries.  The evidence presented in both sub-samples as well as the full sample are
mostly parallel. Evidence from France, Italy, Japan and the UK are consistent among
the samples. For the other three countries, the results are also mostly parallel but (i)
the price puzzle as well as the exchange rate puzzle are present in the first sub-sample
for Canada; (ii) output tends to increase then decrease for Germany in the second-sub
sample; and (iii) commodity prices increase in the 7th month of the year for the US in
the first sub sample.
73.2 Responses to Money
Cooley and Hansen (1989), King (1991), Christiano (1991) and Christiano and
Eichenbaum (1995) argue that movements in money aggregation can be used as a
mesaure of monetary policy. Therefore, we also report the results by using the
innovations in money as the indicator of the monetary policy where the order of the
variables and the former orthogonality assumptions are still valid.  Figures 4-6
represent the responses of all six variables to money. Figure 4 reports responses to
money for seven countries by using the full sample estimates. Figure 5 performs
impulses for the  first sub-sample and Figure 6 reports the impulses for the second
sub-sample.
Figure 4 suggests that the liquidity puzzle (an increase in interest rates rather
than a decrease with the positive innovation in money) is present for all the countries
we consider except for France.  Sims (1992) also provides similar results, but the
liquidity puzzle is present for the UK, not for France, in his study. When we compare
our results across the sub-samples, the results are mostly parallel with the full sample
but the liquidity puzzle is eliminated for Japan in the second sub-sample.
The impulses of exchange rates and prices for the five countries that Sims
(1992) consider are parallel to ours.  When we compare our results from the full
sample across the sub-samples the results are also robust.
84. Concluding Remarks
This paper provides empirical evidence on the sub-sample stability of Sims’s
(1992) influential work on macroeconomic time series facts, where he introduced the
very popular 6 variable VAR settings. We first re-estimate the VAR specification that
Sims (1992) used by adding two additional countries that were not in his sample:
Canada and Italy in addition to France, Germany, Japan, the UK and the US. Then we
split the full sample into two sub samples: pre and post 1980.  The results with the full
sample as well as the two sub samples are parallel to Sims (1992).  Even if some
puzzles like the price, the exchange rate and the liquidity puzzles remain to be
addressed, it is important that the nature of the relationship is intact across the
samples. Even if future research is necessary, the stability of relationships across
samples provides reasons to believe that the findings of other papers that address the
above puzzles with different VAR specifications are also robust across different
samples
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Figure 1: Responses to  Interest Rates for the Full Sample
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Appendix B:  Sample Sizes
Country Full Sample      First Sub-sample Second Sub-sample
Canada 1961:03  2000:08 1961:03  1979:12 1980:01   2000:08
France 1965:03  1998:12 1965:03  1979:12 1980:01   1998:12
Germany 1961:03  1998:12 1961:03  1979:12 1980:01   1998:12
Italy 1963:03  1998:12 1963:03  1979:12 1980:01   1998:12
Japan  1964:03  2000:08 1964:03  1979:12 1980:01   2000:08
The UK 1971:03  2000:08 1971:03  1985:12 1986:01   2000:08
The US 1961:03  2000:10 1961:03  1979:12 1980:01   2000:10
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Appendix C: Data
World Prices
World IFS 00176axdzf...
Consumer Prices
Canada IFS 15664...ZF...
France IFS 13264...ZF...
Germany IFS 13464...ZF...
Italy IFS 13664...ZF...
Japan IFS 15864...ZF...
United Kingdom IFS 11264...ZF...
United States IFS 11164...ZF...
Industrial Production
Canada IFS 15666..CZF...
France IFS 13266..CZF...
Italy IFS 13666..CZF...
Germany IFS 13466..CZF...
Japan IFS 15866..CZF...
United Kingdom IFS 11266..CZF...
United States IFS 11166..CZF...
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Interest Rates
Canada IFS 15660C..ZF...
France IFS 13260B..ZF...
Italy OECD Main Economic Indicators
Germany IFS 13460B..ZF...
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CHAPTER 2 : Inflationary Effect of Crude Oil Prices in Turkey
1. Introduction
It is generally acknowledged that changes in oil prices affect economic welfare in
ways that are not entirely reflected in transactions in the oil market (Koopmann: 1989).
From the second world war to the 1970’s, the price of crude oil showed very little
nominal change. However, beginning from the early 1970’s, oil price increases left deep
marks on the world economy. The 1973-1974 and 1979-1980 crises were followed by the
1985-1986 inverse shock and nowadays oil prices are again making big fluctuations.
During the 1998-2000 period, a 300% rise occurred and oil prices reached to 36 dollars
per barrel (September, 2000).
Various research has been performed to determine if there is a relationship
between input prices and the general price level. Aydoğuş (1996), Goto (1989), Hoffman
and Jarass (1983)  and Olgun (1982) used input-output tables for this relationship. Cebula
and Fewer (1980) and Salvatore (1986) used macro econometric modeling to explain the
effects of the oil shocks occurred in the 1970’s.  Lastly, Boyd and Uri (1997) followed
computational general equilibrium modeling to analyze the same effects.
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In this regard, Kibritçioğlu and Kibritçioğlu (1999) (hereafter K&K) look at the
effect of the crude oil price increases on inflation in Turkey. When they use the input-
output analysis to investigate the effect of oil prices on the general price level, the main
assumption of their specification was that nominal wages, profits, interest and rents were
fixed. After giving 20% price shocks to crude oil in the input-output tables of 1979, 1985
and 1990, the general price level rises 4.45%, 1.66%  and 1.08% respectively, ceteris
paribus. They also look at the relationship between oil prices and the general price level
within the VAR framework after controlling macroeconomic policy variables like money
supply and exchange rate.  Neither Granger causality tests, nor impulse response
functions, nor the variance decomposition analysis indicates a statistically significant
relationship between oil prices and the general price level.  According to these results,
K&K conclude that the commonly believed relationship between oil prices and inflation
does not hold for Turkey.  An increase in oil prices has a very small effect on the general
price level. To the best of our knowledge, the K&K study is the only one that looked at
the effect of oil prices on the general price level.
While Bruno and Sachs (1985,p154-176) were explaining the main reasons for the
1972-1973 shock, they stated that the contribution of labour costs to the general price
level is one of the most important reasons for deepening the recession. They argue that
the 1979-1980 oil shock effect is not as great as the one in 1972-1973 because labour cost
could not be adjusted to the new general price level in the 1979-80 period.  Not only the
behaviour of wages, but also the behaviour of the other factor inputs like profit, interest
and rent affect the general price level. In the K&K study, wage, profit, interest and rent
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earnings are fixed in nominal values. For the 1990 input-output table only 3.56 % of the
cost is due to oil prices. Total inputs (mostly raw materials) make up 46.8% of the total
cost of the Turkish manufacturing sector.  The  contribution of wages to the total cost of
the sectors is 17.22% on the whole and other factors of income (mainly interest, profits
and rents) make up 35.96% of the total cost. It is clear that the share of oil in Turkish
industrial production is not high. The purpose of this paper is to incorporate the effect of
wage, profit, interest and rent behaviour to the oil-general price relationship and observe
how the relationship changes by using the most recent input-output table (1990 input-
output table).  We did not utilize any econometric method to analyze the effect of oil
prices.  The reason for this is that figures for the income factors are available only after
1996 on a quarterly basis  from national income accounts, which do not provide a long
series for observing how the general price level increases under different income factor
price adjustments.
The next section introduces the method, the third section analyzes the behaviour
of the general price level under different levels of adjustments for wage, profit, interest
and rent earnings. The last section summarizes the results and concludes the paper.
2. Methodology
In this section of the study, we used the input-output table prepared by the State
Statistical Institute of Turkey for the year 1990.  The 1990 input-output table was the
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most recent table available when this study was performed. In this study, we used the
iteration method, rather than the Leontief’s inversion method, to calculate how much the
general price level changes when oil prices increase (for the description of these models,
see Miller, 1985).  The main reason for using the iteration method is that when we allow
the adjustment of the wage, profit, interest and rent earnings to the general price level, we
modify the input-output table such that the input-output table is no longer positive
definite; hence, the identity matrix minus the input-output table may not be invertible.
In order to see how the iteration method is performed the method is explained by
using the condensed input-output table of 1990, as calculated by K&K (Table 1).
However, when the iteration method is performed, the original input-output table with 64
sectors is used in this article. Intermediate sectoral input components, wages and other
income factor are seen with their nominal values. In the last column of the table, the total
intermediate consumption of each sector of the Turkish economy is calculated and last
row represents the total output of the sectors individually.  For the convenience of the
analysis, we equate all sectors’ total output price level to 100 one by one and find the
shares of  all inputs of the sectors in the total output (Table 2). As an example, 67.62% of
oil refinement sector input comes from the industry of crude oil and natural gas
production.
At the first iteration, we consider a 20% increase in crude oil prices.i  Crude oil prices
are increased by 20% in the third step (Table 3). This shock is given by multiplying all
entries of the row of crude oil and natural gas production by 1.20 (This shows that oil
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prices increase 20 percent and now each sector’s crude oil expenses increase by 20%). A
0.36% increase is observed in the general price level. But the largest increase occurs in
the cost of oil refinement sector, with 13.52%.  Each sector should adjust itself to this
cost increase by increasing input prices.  In the second iteration, these cost increases
affect the same sector’s input prices (Table 4). For example, since oil refinement sector
cost increased by 13.52%, so as not to be worse off, entries of oil refinement sector row
are multiplied by 1.1352. They regulated their prices to the new equilibrium level.
Similar iterative method is used for all other sectors. Finally the general price level
increase reached 0.87%. In the third iteration, all sectors are affected by these oil price
changes (Table 5). This can be seen in the last row of the input-output table after the third
time iteration, the general price level rise is 1.1%.  This iterative method is kept up to 10
iterations. According to Hoffmann and Jarass (1983) the effects of these shocks can be
negligible after fifth or sixth iteration.
3. Input-Output Analysis
In this section we consider various possible behaviour of wage, profit, interest and
rent and their effect on the general price level.  Here, we consider seven different
scenarios.  In the first one, parallel with K&K, the crude oil prices increase 20 %,
nominal wages and the other three income factors were fixed (S1). In other words, real
payment made for wages, profit, interest and rent decreased. Thus, the final inflationary
effect of this scenario is only 1.44% after ten iterations (Figure 7). We also report the
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number of these seven simulations in Table 6. However, in the second scenario (S2) after
the crude oil price shock, wages adjust to the general price level such that real wages do
not change. After ten iterations, the general price level increase is 2.01% (Figure 8).  It is
important to note that with full indexation, the price effect is higher than the one without
indexation and price increases converge to a certain level after 10 iterations in both
scenarios (S1 and S2).   Hence, even if inflation is observed for a period of time, the price
level stabilizes.
                Figure 7                                                                Figure 8
As stated before, nearly 35.96% of the total sectoral cost is other income factors
mainly profits, interests and rents. The behavior of these factors during the oil price shock
is also very important. In the next three scenarios, wages are fixed and other income
factors are adjusted to the new general price levels − while a 20% increase occurs in
crude oil price −  by a fraction of general price increases: 1/3 , 2/3, 3/3 (S3, S4 and S5).
We choose these three different rates for the adjustment of the other three income factors
because the exact share of the profit, interest and rent in the 35.96% share of the  total
sectoral cost is not known.
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                       Figure 9                                                             Figure 10
When these three income factors adjust to the general price level by 1/3, 2/3 and
3/3 of the general price level changes, then the general price level increases by 1.87%,
2.6% and 3.89% respectively after ten iterations. Figures 9, 10 and 11 show that the
effect of oil price increases under scenario S3, S4 and S5 for 10 iterations. The same
method is used in scenario 2 while making the analysis.  It is important to note that the
price level increases converge to a certain level under Scenario S3 and S4 and S5.
However S5 suggests that a one-time increase in crude oil will bring persistent price
increase  if the profits, interest and rents adjust themselves fully to the general price level.                
                            Figure 11                                                            Figure 12
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Finally both wages and other income factors are adjusted to the general price
level. Wages are again adjusted fully to the general price level and other income factors
are adjusted in two levels: 1/3, 2/3 of the general price level increases (Scenario S6, S7).
The inflationary effects are now much higher : 2.85%, 4.35% (after ten iterations).
(Figure 12,13). Hence, a one-time increase in crude oil prices brings persistent but
decreasing price increases under S6 and S7.
                                                                      Figure 13
4. Conclusion
Kibritçioğlu and Kibritçioğlu (1999) analyzes the effect of oil price shocks on the
general price level. It was found that a 20% increase in crude oil price has an
insignificant effect on general price level. The general price level increases  1.08% in
terms of the 1990 input-output table for Turkey.  The basic assumption of the above study
is that relative changes in crude oil prices do not affect the nominal wages and other
income factors. However, nominal wages, profits, interest and rent contracts could be set
parallel to the general price level rather than price indices excluding crude oil. In this
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study, in order to construct a complete picture, the effects of general price level increase
on wages and other income factors such as profits, interest and rents are considered. This
article suggests that how much crude oil prices affect the general prices depends on
wages and other income factors responses to the general price level. Seven different
scenarios are analyzed by using the 1990 input-output table for Turkey. This paper shows
that how much general price level increases for a given increase in oil prices depends on
the behaviour of the wages, profits, interest and rents.
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Table 1 : Condensed Input-Output Table of the Turkish Economy  (in nominal values, in billion TL, 1990)
Input User Sectors Total
   Sales By A1 A2 A3 A4 A5 A6 A7 A8 A9
A1 Primary Producing Industries* 14926.4 59.0 0.0 22115.4 0.0 4.5 0.5 0.7 2954.0 40060.5
A2 Mining and Stone Quarrying 12.6 14.4 0.0 2385.9 0.0 505.0 17.9 1228.0 399.1 4562.9
A3 Crude oil and Natural Gas Production 0.0 0.0 0.0 130.4 10242.4 803.6 18.8 0.0 17.9 11213.1
A4 Manufacturing Industries 6196.5 393.5 71.6 74164.8 24.5 444.7 189.9 21352.5 17889.3 120727.3
A5 Oil Refinement 2214.3 311.6 31.3 5541.7 47.1 146.4 75.4 1159.3 12624.0 22151.1
A6 Electricity 96.0 231.7 9.5 5654.3 118.1 284.8 326.6 86.0 1051.7 7858.7
A7 Gas Manufacturing, Water Works 134.1 1.8 0.0 330.2 4.0 4.3 16.6 129.3 623.9 1244.2
A8 Construction 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
A9 Service Industries 7436.0 439.5 165.5 31299.3 573.2 698.3 148.3 8773.0 33898.0 83431.1
Total Inputs 31015.9 1451.5 277.9 141622.0 11009.3 2891.6 794.0 32728.8 69457.9 291248.9
Labour costs 7407.0 1968.5 70.7 19242.7 186.3 1965.9 468.1 13317.9 62475.0 107102.1
Other Income Factors 58404.2 1895.7 1287.6 39630.8 3951.8 2609.1 1123.3 9956.5 104812.0 223671.0
Total Output Cost 96827.1 5315.7 1636.2 200495.5 15147.4 7466.7 2385.4 56003.2 236744.9 622022.1
*  Includes Agriculture, Animal Husbandry, Forestry and Fishing
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Table 2 : Condensed Input-Output Table of the Turkish Economy (% shares, 1990)
Input User Sectors Total
Sales By A1 A2 A3 A4 A5 A6 A7 A8 A9
A1 Primary Producing Industries 15.42 1.11 0.00 11.03 0.00 0.06 0.02 0.00 1.25 6.44
A2 Mining and Stone Quarrying 0.01 0.27 0.00 1.19 0.00 6.76 0.75 2.19 0.17 0.73
A3 Crude oil and Natural Gas Production 0.00 0.00 0.00 0.07 67.62 10.76 0.79 0.00 0.01 1.80
A4 Manufacturing Industries 6.40 7.40 4.38 36.99 0.16 5.96 7.96 38.13 7.56 19.41
A5 Oil Refinement 2.29 5.86 1.91 2.76 0.31 1.96 3.16 2.07 5.33 3.56
A6 Electricity 0.10 4.36 0.58 2.82 0.78 3.81 13.69 0.15 0.44 1.26
A7 Gas Manufacturing, Water Works 0.14 0.03 0.00 0.16 0.03 0.06 0.70 0.23 0.26 0.20
A8 Construction 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
A9 Service Industries 7.68 8.27 10.11 15.61 3.78 9.35 6.22 15.67 14.32 13.41
Total Inputs 32.03 27.31 16.98 70.64 72.68 38.73 33.29 58.44 29.34 46.82
Labour costs 7.65 37.03 4.32 9.60 1.23 26.33 19.62 23.78 26.39 17.22
Other Income Factors 60.32 35.66 78.69 19.77 26.09 34.94 47.09 17.78 44.27 35.96
Total Output Cost 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
34
Table 3 : Inflationary Effects of 20% Crude oil Price Increase at the End of the First Iteration (1990)
Input User Sectors Total
Sales By A1 A2 A3 A4 A5 A6 A7 A8 A9
A1 Primary Producing Industries 15.42 1.11 0.00 11.03 0.00 0.06 0.02 0.00 1.25 6.44
A2 Mining and Stone Quarrying 0.01 0.27 0.00 1.19 0.00 6.76 0.75 2.19 0.17 0.73
A3 Crude oil and Natural Gas Production 0.00 0.00 0.00 0.08 81.14 12.91 0.95 0.00 0.01 2.16
A4 Manufacturing Industries 6.40 7.40 4.38 36.99 0.16 5.96 7.96 38.13 7.56 19.41
A5 Oil Refinement 2.29 5.86 1.91 2.76 0.31 1.96 3.16 2.07 5.33 3.56
A6 Electricity 0.10 4.36 0.58 2.82 0.78 3.81 13.69 0.15 0.44 1.26
A7 Gas Manufacturing, Water Works 0.14 0.03 0.00 0.16 0.03 0.06 0.70 0.23 0.26 0.20
A8 Construction 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
A9 Service Industries 7.68 8.27 10.11 15.61 3.78 9.35 6.22 15.67 14.32 13.41
Total Inputs 32.03 27.31 16.98 70.65 86.20 40.88 33.44 58.44 29.34 47.18
Labour costs 7.65 37.03 4.32 9.60 1.23 26.33 19.62 23.78 26.39 17.22
Other Income Factors 60.32 35.66 78.69 19.77 26.09 34.94 47.09 17.78 44.27 35.96
Total Output Cost 100.00 100.00 100.00 100.01 113.52 102.15 100.16 100.00 100.00 100.36
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Table 4 : Inflationary Effects of 20% Crude Oil Price Increase at the End of the Second Iteration (1990)
Input User Sectors Total
Sales By A1 A2 A3 A4 A5 A6 A7 A8 A9
A1 Primary Producing Industries 15.42 1.11 0.00 11.03 0.00 0.06 0.02 0.00 1.25 6.44
A2 Mining and Stone Quarrying 0.01 0.27 0.00 1.19 0.00 6.76 0.75 2.19 0.17 0.73
A3 Crude oil and Natural Gas Production 0.00 0.00 0.00 0.08 81.14 12.91 0.95 0.00 0.01 2.16
A4 Manufacturing Industries 6.40 7.40 4.38 37.00 0.16 5.96 7.96 38.13 7.56 19.41
A5 Oil Refinement 2.60 6.65 2.17 3.14 0.35 2.23 3.59 2.35 6.05 4.04
A6 Electricity 0.10 4.45 0.59 2.88 0.80 3.90 13.99 0.16 0.45 1.29
A7 Gas Manufacturing, Water Works 0.14 0.03 0.00 0.16 0.03 0.06 0.70 0.23 0.26 0.20
A8 Construction 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
A9 Service Industries 7.68 8.27 10.12 15.61 3.78 9.35 6.22 15.67 14.32 13.41
Total Inputs 32.34 28.19 17.26 71.09 86.26 41.23 34.17 58.73 30.07 47.70
Labour costs 7.65 37.03 4.32 9.60 1.23 26.33 19.62 23.78 26.39 17.22
Other Income Factors 60.32 35.66 78.69 19.77 26.09 34.94 47.09 17.78 44.27 35.96
Total Output Cost 100.31 100.89 100.27 100.45 113.58 102.50 100.88 100.29 100.73 100.87
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Table 5 : Inflationary Effects of 20% Oil Price Increase at the End of the Third  Iteration (1990)
Input User Sectors Total
Sales By A1 A2 A3 A4 A5 A6 A7 A8 A9
A1 Primary Producing Industries 15.46 1.11 0.00 11.06 0.00 0.06 0.02 0.00 1.25 6.46
A2 Mining and Stone Quarrying 0.01 0.27 0.00 1.20 0.00 6.82 0.76 2.21 0.17 0.74
A3 Crude oil and Natural Gas Production 0.00 0.00 0.00 0.08 81.36 12.95 0.95 0.00 0.01 2.17
A4 Manufacturing Industries 6.43 7.44 4.40 37.16 0.16 5.98 8.00 38.30 7.59 19.50
A5 Oil Refinement 2.60 6.66 2.17 3.14 0.35 2.23 3.59 2.35 6.06 4.04
A6 Electricity 0.10 4.47 0.60 2.89 0.80 3.91 14.03 0.16 0.46 1.30
A7 Gas Manufacturing, Water Works 0.14 0.03 0.00 0.17 0.03 0.06 0.70 0.23 0.27 0.20
A8 Construction 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
A9 Service Industries 7.74 8.33 10.19 15.73 3.81 9.42 6.26 15.78 14.42 13.51
Total Inputs 32.48 28.31 17.35 71.42 86.52 41.43 34.31 59.04 30.22 47.92
Labour costs 7.65 37.03 4.32 9.60 1.23 26.33 19.62 23.78 26.39 17.22
Other Income Factors 60.32 35.66 78.69 19.77 26.09 34.94 47.09 17.78 44.27 35.96
Total Output 100.45 101.01 100.37 100.79 113.83 102.70 101.03 100.59 100.88 101.10
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 Iterations
Scenarios 1 2 3 4 5 6 7 8 9 10
S1 0.36 0.87 1.14 1.28 1.36 1.4 1.42 1.43 1.44 1.44
S2 0.36 0.94 1.32 1.58 1.75 1.85 1.92 1.96 1.99 2.01
S3 0.36 0.92 1.27 1.5 1.65 1.74 1.8 1.84 1.86 1.87
S4 0.36 0.96 1.41 1.76 2.02 2.21 2.35 2.46 2.54 2.6
S5 0.36 1 1.56 2.06 2.49 2.86 3.17 3.45 3.69 3.89
S6 0.36 0.98 1.47 1.85 2.15 2.37 2.54 2.67 2.77 2.85
S7 0.36 1.02 1.62 2.17 2.65 3.08 3.46 3.79 4.09 4.35
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S2: Inflationary Effect of 20%  Oil Price Increase (1990, Wages Adjusted, Other Factor Income Fixed)
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S4: Inflationary Effect of 20%  Oil Price Increase (1990, Wages Fixed, 2/3 of Other Factor Income Adjusted)
S5: Inflationary Effect of 20%  Oil Price Increase (1990, Wages Fixed, 3/3 of Other Factor Income Adjusted)
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